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Report of U.S. Committee on Price Stability 


In its report to President Eisenhower, the Cabinet 
Committee on Price Stability for Economic Growth has 
made certain recommendations for checking inflation 
in the U.S. economy. Although average prices have 
been remarkably stable for more than a year, the 
Committee has concluded that the maintenance of 
reasonable price stability will be seriously threatened 
unless certain action is taken. Wholesale prices of 
industrial commodities and other goods have been 
rising. Also, prices of many consumer goods and 
services have risen in the past year, while the average 
level of consumer prices has been relatively stable. The 
large federal deficit in the year ending June 30, 1959 
is creating inflationary pressures, and there are tend- 
encies toward increased spending by state and local 
governments. Wage settlements negotiated in earlier 
years are being reflected in continuing increases in cur- 
rent wage rates, and agreements to be negotiated in 
the rest of 1959 in several major industries (steel and 
other metals, construction, rubber, lumber, railroads, 
paper, longshoring, meat packing, and metal containers ) 
could result in wage increases of such magnitude as to 
lead to price increases. The report rejects as a miscon- 
ception the belief that a small amount of inflation is not 
a cause for concern and that inflation will stimulate 
growth. Since prices have not declined in recent reces- 
sions, price increases have cumulated over the years 
and have resulted in a marked rise in the cost of living. 

The report recommends that three major steps be 
taken promptly to reduce inflationary pressures. Con- 
gress should recognize reasonable price stability as an 


increases in Fund Quotas 


The Norwegian Parliament has approved the legis- 
lation that provides for an increase of 100 per cent in 
Norway's quota in the International Monetary Fund, 
i.e., to $100 million, and an increase in Norway's share 
in the subscribed capital of the International Bank for 
Reconstruction and Development. 

The Belgian Parliament approved on June 16 the law 
authorizing an increase of 50 per cent in Belgium’s 
quota in the Fund, 

Australia has paid to the Fund in gold 25 per cent 
of the increase in its quota. 


explicit goal of federal economic policy and thus support 
the Administration and the public in the fight against 
inflation. Rising revenues from improving business con- 
ditions should enable some reduction in the federal 
debt if the Congress will limit expenditures to the level 
recommended in the President’s budget. It is essential 
that the present limitation on the interest rate on long- 
term government bonds be removed by Congressional 
action in order to channel more funds into the long-term 
market and thus to avoid undue resort to the issuance 
of short-term securities. 

The report points out that the most effective way to 
fight inflation in the long run is through increased effi- 
ciency and productivity of the economy. To this end, 
a number of subjects are being studied by the Com- 
mittee. Proposals for changes in the tax laws will be 
made to improve incentives. Several government agen- 
cies are studying the problem of the U.S. competitive 
position in markets abroad. Government regulations 
affecting industry are being studied, since it is felt that 
outmoded regulations are reducing productivity or are 
causing inefficiency in business. Farm price-support 
programs are inflationary, and recommendations for 
changes will be made to reduce their incidence on the 
economy. The extent to which concentrations of power 
in labor and business contribute to inflation or impede 
economic progress will also be studied by the Committee. 
Source: Statement by the President in Making Public 

the Interim Report of the Cabinet Committee 
on Price Stability for Economic Growth, 
Washington, D.C., June 29, 1959. 


Europe 


U.K. Trade 

The increase in U.K. exports in May (see this News 
Survey, Vol. XI, p. 399), which amounted to £3.5 mil- 
lion, is said to have understated the extent of the real 
rise. The April figure was swollen by the inclusion of 
a number of individual items of large value—for exam- 
ple, ships, aircraft, and submarine cables. In May, by 
contrast, there were substantial increases in shipments 
of a wide range of both capital and consumer goods. 
Moreover, the distribution of exports by area shows a 
broadening basis of expansion; in particular, the signs 





of a recovery of shipments to the sterling area, which 
had first appeared in April, were reinforced. 


Source: The Times, London, England, June 24, 1959. 
U.K. Earnings from “Invisibles” 


The U.K. balance of payments on current account 
shows that over the past 11 years income from invisibles 
has consistently exceeded expenditure—on the average 
by £320 million a year, or nearly £27 million a month. 
Pointing this out, the June issue of the Treasury’s Bul- 
letin for Industry says that fluctuations in the size of 
the surplus have been relatively small, and in all years 
but two it has outweighed the trade deficit. 

For most items in the account, credits and debits 
have moved similarly, so that their net contributions to 
the balance of payments have been fairly steady. The 
main exceptions are’ government spending | abroad, 
mainly for military purposes and for assistance to the 
Colonies; here the sharp rise in the net debit in recent 
years has been roughly canceled by the rise in the 
surplus of the large group dominated by the overseas 
transactions of the U.K. oil companies. 


Source: The Times, London, England, June 23, 1959. 


Bank Advances in the United Kingdom 
The quarterly analysis of bank advances issued by 
the British Bankers’ Association shows that bank ad- 
vances in the United Kingdom rose to a new peak of 
£2,679.7 million in May. This is £213 million higher 
than in February and £648 million higher than in 
May 1958. Of the increase in the last three months, 
£51 million was in respect of loans to personal and 
professional borrowers, £24 million for advances to 
hire-purchase finance companies, and £20 million to 
other financial institutions. The expansion in these 
three sectors accounts for nearly half of the total rise 
in this period—a pattern that was much the same in 
the previous three months. Although industrial borrow- 
ing by other groups also seems to be rising, the increase 
is not at the same rapid pace. 
Source: The Financial 
June 19, 1959. 


Employment in the United Kingdom 

Civilian employment in the United Kingdom rose by 
48,000 persons in April, to 22.85 million. The increase 
was partly seasonal. The number employed in manu- 
facturing industries (excluding food) increased by 
15,000, with all the main sectors except chemicals 
reporting gains; the largest increase—5,000 workers— 
was in the vehicles group. In agriculture, employment 
rose by 6,000, in building and contracting by 8,000, 
and in hotel, catering, and other services by 15,000. 


Times, London, England, 
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Unemployment fell in April by 39,000, to about 
500,000, while the number on short time fell by 17,000, 
to 99,000. 


Source: The Financial 
June 12, 1959. 


Times, London, England, 


Issue of “Heavy” Franc in France 

The French Minister of Finance has decided that for 
banknotes of higher denominations the new “heavy” 
franc will be put into circulation as of July 15, The 
current notes of F 500, F 1,000, F 5,000, and F 10,000 
will be overprinted with the figures 5, 10, 50, and 100, 
respectively. The Minister also decreed that shopkeep- 
ers who mark their goods at the “new” franc prices 
must also show the prices expressed in current francs, 
in order to ensure that the conversion between the old 
and new units is effected at parity. 


Source: Le Monde, Paris, France, June 16, 1959. 
Market for Nordic Forest Products 


Although sales of sawn wood have increased as a 
result of greater building activity and the consequent 
rise in demand, prices have failed to show any marked 
improvement. Up to May 1, the leading buyer of 
Nordic sawn wood, the United Kingdom, had bought 
from all sources a total of 1,015,000 standards; of this, 
293,000 were from Finland, 252,000 from Sweden, and 
228,000 from the U.S.S.R. In addition, agreements 
involving some additional 50,000 standards have been 
concluded with the U.S.S.R., and that country is 
expected to deliver about 300,000 standards of sawn 
wood to the U.K. market in 1959. In a survey of the 
market, the Svenska Triivarutidning notes that the 
625,000 standards sold by Swedish exporters up to the 
beginning of May correspond to some 70 per cent of 
total expected deliveries in 1959. The coming season is 
viewed by Swedish sawmill owners with misgivings; the 
price level is too low to make exports profitable for 
Swedish sawmills that are faced with hard competition 
from Finnish exporters, who are favored by the 1957 
devaluation of the Finnish markka, and from the 
U.S.S.R., which continues to offer sawn wood at the 
lowest prices in the market. 

Prices for woodpulp also have remained rather low, 
and no signs of an improvement are in sight. Deliveries 
have picked up recently, but this appears to be due in 
part to increased buying in the face of expected cuts 
in output by the Nordic producers in connection with 
summer holidays. Although the operating ratios in 
Nordic pulp mills have, in general, been kept below 
normal, total production is increasing as a result of an 
expansion of productive capacity, which is expected to 
continue. 
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Following the sharp reductions in prices for kraft 
paper in the initial months of the year, Nordic producers 
have decided to keep unchanged the third quarter price 
offerings. However, production will be reduced dras- 
tically in the coming months in order to support the 
present stabilization tendencies in the paper and pulp 
markets. In the third quarter of this year, production 
will be 20 per cent below normal, compared with 25 
per cent in the second quarter. 


Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, June 24, 1959. 


Unemployment in Denmark, Sweden, and Finland 

The total number of unemployed in Sweden on 
June 15 was 24,588, about 9,600 below the number 
on May 15 of this year and some 800 below the figure 
for June 15, 1958. 

On June 12, the number of unemployed in Finland 
was 23,166, about 1,470 lower than at the same time 
last year. Of the male working population, 1.7 per 
cent was unemployed. 

In Denmark, unemployment in the first two weeks of 
June reached a low point of 2.6 per cent of the labor 
force, against over 4 per cent a year ago. In view of 
the composition of the labor force, the employment 
situation in Denmark can hardly be more favorable 
than at present. 


Sources: Hufvudstadsbladet, Helsinki, Finland, June 24, 


1959; Finanstidende, Copenhagen, Denmark, 
June 26, 1959. 


Foreign Investment in Sweden 


The prospects for investment in Swedish securities 
by nonresidents (and vice versa), the possibility of 
permitting foreign concerns to establish subsidiaries in 
Sweden, and the possibilities for Swedish concerns to 
place loans abroad were the main topics discussed at a 
meeting attended by representatives of the big banks 
in Sweden, government officials, and the Governor of 
the Riksbank. The last topic was discussed in the light 
of the large loan recently placed in Switzerland by 
L.M. Ericsson (see this News Survey, Vol. XI, p. 384). 
In this connection, the Governor of the Riksbank stated 
that “similar applications” would meet with benevolent 
consideration. In regard to the banks’ desire that indus- 
try be allowed to compete freely with the Government 
and the housebuilding sector for loans from the capital 
market, the Governor said that he could see no possi- 
bility for this as long as the borrowing requirements of 
the housebuilding sector continue to be so considerable. 
Moreover, in the present situation, foreign exchange 
control could not be relaxed as much as the banks 
desire. 

Source: Svenska Dagbladet, 
June 18, 1959. 


Stockholm, Sweden, 


Balance of Payments of Germany 

One feature of the German balance of payments in 
the first four months of 1959 was the persistence of 
large and, by comparison with the corresponding period 
of last year, increased surpluses on goods and services; 
another was an exceptionally great rise in the deficit 
on capital movements. This increased deficit far 
exceeded the surplus on goods and services, so that 
the Bundesbank’s monetary reserves fell from DM 26.2 
billion on December 31, 1958 to DM 22.5 billion at 
the end of April 1959; this decrease of DM 3.7 billion 
exceeded the increase (DM 3.2 billion) in reserves in 
the entire year 1958. The reserve figure at the end of 
April was the same as that in the summer of 1957, at 
the time of international speculation on an upward 
revaluation of the deutsche mark. 

Detailed data on capital transactions are now avail- 
able for only the first quarter of 1959. All items in the 
balance of payments on account of capital and donations 
contributed to the deficit of DM 4,853 million in the 
quarter (compared with DM 1,941 million in the first 
quarter of 1958). While the net deficit on donations 
increased only moderately, the net deficit on long-term 
capital transactions rose considerably, reaching 
DM. 1,309 million, of which DM 509 million was on 
private account and DM 783 million on public account. 
The latter figure includes large payments by the Fed- 
eral Government, mainly for accelerated debt reimburse- 
ment to the United States. The net deficit on short-term 
transactions also increased considerably; at about 
DM 3 billion it was more than twice the deficit for the 
whole year 1958. Both official advance prepayments 
for defense imports and the short-term capital outflows 
of German banks contributed to this large increase. The 
increase in the banks’ short-term capital outflow resulted 
from the fact that rates on the German money market 
became less favorable than those in certain markets 
abroad.. This fact, coupled with the continuing reduc- 
tion of their indebtedness on credits and the withdrawal 
of foreigners’ DM deposits, led, on balance, to an 
improvement of more than DM 1.3 billion in the net 
foreign assets position of the banks. 

The Bundesbank report’ states that German banks 
have now begun to play a greater role in the holding of 
national monetary reserves; previously, the foreign 
assets of banks in Germany—unlike those in most 
other countries—had been relatively small, a fact which 
had contributed considerably toward keeping the cen- 
tral reserves maintained by the Bundesbank relatively 
high. 

Source: Deutsche Bundesbank, Monatsberichte, Frank- 
furt am Main, Germany, April 1959. 





Austrian Travel Allowance 


According to an announcement of the Austrian 
National Bank, published on June 12, the foreign 
exchange allocation for Austrian tourists traveling 
abroad has been raised from S 7,150 to § 10,000 
(about US$385) per person per travel year (Novem- 
ber 1 to October 31). The higher allowance became 
effective immediately upon publication of the announce- 
ment. For children up to the age of 12 (inclusive), the 
travel allowance was raised to S 5,000 (formerly 
S 3,575) per year. 

Source: Osterreichische Nationalbank, Kundmachung 
Nr. 13/59, Vienna, Austria, June 11, 1959. 


Austrian Insurance Institutions 

Balance sheet data of Austrian social insurance and 
contractual insurance institutions, published by the 
Austrian National Bank, show that receipts of social 
insurance institutions rose in 1958 by S 1,430 million, 
to S$ 11,400 million (an increase of 14 per cent), 
whereas the institutions’ payments and expenses in- 
creased by only S 986 million, to S 10,930 million (an 
increase of 10 per cent). Among the most important 
asset items as of December 31, 1958 were deposits 
with Austrian credit institutions (S$ 2,152 million) and 
holdings of securities (S 809 million); loans extended 
by the institutions amounted to § 182 million and cash 
holdings to § 12 million. 

Insurance premiums received by contractual insur- 
ance institutions rose during 1958 by S 396 million, or 
17 per cent, to § 2,790 million. Total expenditures 
rose by S 226 million, or 11 per cent, to S 2,200 million. 
All asset items increased; as of December 31, 1958 cash 
holdings amounted to § 67 million, deposits with Aus- 
trian credit institutions to § 713 million, holdings of 
securities to § 851 million, and loans to $ 1,036 million. 


Source: Osterreichische Nationalbank, 
Vienna, Austria, May 1959. 


Gold Production in U.S.S.R. 


A special correspondent of the Times estimates Soviet 
gold production in 1958 as between 12 million and 
15 million ounces. Although it is intended to increase 
production and several new mines have recently been 
opened, the main effort is being directed at present 
toward increased mechanization, aiming at a radical 
lowering of production costs by improving labor pro- 
ductivity. Gold has been mined during the last 30 
years regardless of costs, and the authorities use the 
accumulation of some $7-8 billion most unwillingly 
and only to purchase important equipment, machinery, 
or raw materials. Mr. Mikoyan has stated that the 
Soviet Union cannot buy consumer goods for gold, but 
only in exchange for exported goods or on credit. 


Mitteilungen, 
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Some 75-80 per cent of Soviet gold production is 
concentrated in the subarctic Far Eastern region, from 
which the transport costs for necessary goods and equip- 
ment are inevitably very high. The average gold pro- 
duction per worker is evaluated at 1 kilogram per year, 
which contrasts with 1.25 kilograms in South Africa, 
3.75 kilograms in Canada, and in the United States 5 
kilograms from placers and 8 kilograms from reefs. 
A rough estimate suggests that the cost of producing 
gold in the Soviet Union, with only the cost of labor 
and of goods and equipment taken into consideration, 
is about five times the official gold price in the West. 

During the past few years, Soviet gold sales in the 
West have grown gradually. A leading firm of London 
bankers and bullion merchants estimates them at 2.0 
million ounces in 1955, 4.3 million in 1956, 7.5 mil- 
lion in 1957, and 6.0 million in 1958. The main sales 
usually take place early each year or at the end. In 
April 1959, 20 tons (nearly 650,000 ounces) were 
sold in London, and there were additional sales in 
Switzerland. Soviet gold production since 1953 has 
been roughly stabilized at between 12 million and 
15 million ounces a year; thus, in the last two years, 
the Soviet Union was exporting about half its yearly 
gold production, adding the other half to its gold 
reserves. 

Sources: The Times, London, England, June 22 and 
23, 1959. 


Middle East 


Financial Relations Between Iraq and United Kingdom 


At the request of the Government of the Republic of 
Iraq, there have been discussions in Baghdad between 
their representatives and representatives of the Govern- 
ment of the United Kingdom about the future financial 
relationship between the two countries. Representatives 
of the Central Bank of Iraq and the Bank of England 
took part in the discussions. 

The representatives of the Government of Iraq 
informed the representatives of the Government of the 
United Kingdom of the Iraqi Government’s decision to 
cease to be a member of the sterling area and to diver- 
sify Iraq’s currency reserves and foreign balances. The 
Government of the United Kingdom has agreed to make 
corresponding modifications in its exchange control 
regulations in conformity with the aforesaid decisions, 
including the redesignating of the sterling accounts of 
Iraq as external accounts from this date. 
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The necessary arrangements for giving effect to the 
change will be made between the two central banks, 
which will continue to maintain friendly relations. 
Source: Joint Communiqué Issued by the Governments 

of the United Kingdom and Iraq, June 23, 
1959. 


Iraq's Oil Receipts 

Oil royalties of Iraq in the first five months of 1959 
—when oil was being produced at the rate of just under 
39 million tons a year, against 35 million in 1958— 
are estimated at more than ID 90 million (US$252 
million), compared with about ID 80 million in the 
corresponding period last year. With the decision of 
Iraq to withdraw from the sterling area, negotiations 
have been taking place between the Iraqi authorities 
and the Iraqi Petroleum Company concerning the 
method of payment of oil royalties, which have always 
been in sterling. 
Source: Middle East Economic Digest, London, Eng- 

land, June 19, 1959. 


Far East 


Credit Policy of Reserve Bank of India 

The Governor of the Reserve Bank of India has 
requested the scheduled banks to effect a significant 
reduction in the volume of credit during the current 
slack season. Owing to the need for some net expan- 
sion to meet the requirements of a growing economy, 
he indicated that a contraction of “at least Rs 1 billion” 
(US$210 million) during the 1959 slack season would 
be desirable, against a contraction of Rs 1.18 billion 
($248 million) during the 1958 slack season. The 
Governor stated that the net expansion of bank credit 
during the recent 1958-59 busy season had been “the 
highest on record.” He added that this fact has to be 
viewed in the context of the trend in commodity prices. 
Source: The Statesman (Overseas Edition), Calcutta, 

India, June 20, 1959. 


Issue of New Currency Notes in Malaya 

New currency notes of denomination of one Malayan 
dollar were issued in the Federation of Malaya on 
June 1. The parity of these new notes is the same as 
that of the old notes, that is, 2s. 4d. sterling per 
Malayan dollar. The old notes will continue to be 
legal tender throughout the currency area, and their 
value will not be affected in any way by the new issue. 
The new issue is in agreement with the recommendation 
made last year (see this News Survey, Vol. XI, p. 149). 


Plans are under way for the issue of notes of other 
denominations. 


Source: Embassy of the Federation of Malaya, News 
Bulletin, Washington, D.C., June 15, 1959. 


United States and Canada 
U.S. Balance of Payments 


In its transactions with the United States, the rest 
of the world gained $860 million in gold and liquid 
dollar assets in the first quarter of 1959. On a season- 
ally adjusted basis, this accrual did not differ signifi- 
cantly from that in the previous quarter, particularly 
when allowance is made for special transactions and 
developments; it was, however, considerably larger than 
the quarterly average for 1958. 

U.S. exports of goods and services in the first three 
months of this year were at a seasonally adjusted 
annual rate of more than $22 billion, about $1.2 bil- 
lion less than in the fourth quarter of 1958. Most of 
the decline was in exports of merchandise, following a 
period of relative stability in 1958 when rising exports 
of foodstuffs offset the downward movement in other 
exports. In the first quarter of 1959, however, exports 
of foodstuffs also declined, reinforcing the continued 
fall in other commodities. Imports of goods and serv- 
ices, at a seasonally adjusted annual rate of almost 
$22 billion, were slightly lower than in the last quarter 
of 1958. Merchandise imports continued to rise—in 
part because of such special factors as larger petroleum 
purchases in anticipation of quotas to be imposed in 
April. The expansion in domestic business activity 
appears to have affected mainly imports of materials 
used in the production of nondurable goods, including 
wool, cotton, hides, and rubber, but imports of manu- 
factures also continued to rise. The increase in mer- 
chandise imports was offset by declines in payments for 
services and in military expenditures abroad, the latter 
reflecting reduced payments under procurement con- 
tracts and for construction. 

The net outflow of private capital amounted to about 
$400 million, the smallest quarterly amount since 1955. 
The decline was largely the result of increasing tight- 
ness in the supply of bank credit and rising interest 
rates in the United States, along with an easing of 
credit conditions in the major financial centers of 
Europe. There was a sizable net inflow of short-term 
funds from abroad, and portfolio investments fell 
sharply. On the other hand, direct investments in the 
first quarter were substantially larger than a year 
earlier, with the share of the total received by Western 
Europe increasing to 70 per cent, the largest in the 
postwar period. The net outflow of funds through 
government grants (excluding military) and capital 





transactions was particularly low in the first quarter 
because of a payment of $150 million by the Federal 
Republic of Germany on its postwar debt. 

The gold outflow from the United States in the first 
quarter of 1959, at about $100 million, was sharply 
below the quarterly average for 1958. The outflow 
accelerated somewhat in April and May, when it 
amounted to about $250 million, but it was still con- 
siderably less than a year earlier, although the U.S. 
balance of payments was basically not changed. The 
relatively small volume of gold sales during the first 
quarter was in part related to several large special 
payments by countries abroad which might overwise 
have added more to their reserves; included in these 
payments was $200 million as a result of a repurchase 
by the United Kingdom from the International Mone- 
tary Fund (see this News Survey, Vol. XI, p. 294). 
Also, the rise in U.S. interest rates on liquid funds, 
relative to those paid in Europe, probably contributed 
to the attractiveness of keeping funds in dollar assets. 
This consideration was all the more effective as the 
increase in foreign dollar assets accrued mainly to 
private institutions and individuals. Official holdings 
of liquid dollar assets (other than advance payments on 
military equipment) of foreign countries increased 
during the first quarter by only $50 million. 


Source: Department of Commerce, Press 
Washington, D.C., June 23, 1959. 


Export-Import Bank Loans 

On June 12, the Export-Import Bank of Washing- 
ton signed an agreement to lend $5 million to Société 
Egyptienne d’Engrais et d’Industries Chimiques, S.A.E., 
of Cairo, a fertilizer company. The funds will be used 
to finance purchases of equipment in the United States 
for an expansion of the company’s operations. The 
First National City Bank of New York is participating 
to the extent of approximately $1.5 million by purchas- 
ing the first three maturities for its own account. The 
company will secure its indebtedness to the Export- 
Import Bank by a mortgage on its plant and facilities. 
The Bank’s share of the credit will be repaid in 3% 
years, beginning in 1962. An earlier loan of about 
$7.2 million from the Export-Import Bank to the com- 
pany, to provide equipment for the plant, has been 
repaid in full. 

Also on June 12, the Export-Import Bank signed an 
agreement to lend $7.3 million to the Government of 
Liberia. The loan is repayable over 15 years. It will 
be used to assist in the development of the electric 
power system in the vicinity of Monrovia. 

Sources: The Export-Import Bank of Washington, 


Press Releases, Washington, D.C., June 12, 
1959. 


Release, 
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Canadian Balance of Payments and Exchange Rate 


Canada’s balance of payments on current account 
showed a deficit of $450 million in the first quarter of 
1959, compared with $282 million in the same period 
of 1958. The increase resulted from a trebling of the 
trade deficit, to $188 million, and a rise of about one 
fifth, to $262 million, in the deficit on account of non- 
merchandise transactions. A rise of 9 per cent in the 
value of merchandise imports and a slight decline in 
exports were responsible for the higher trade deficit. 
The rise in imports was due chiefly to increased pur- 
chases of automobiles and parts, farm implements, 
some chemicals, and rubber. The increase in the deficit 
on account of nonmerchandise ‘transactions resulted 
mainly from larger net payments on travel and income 
accounts. Expenditures on travel both to the United 
States and to overseas countries exceeded those in the 


BALANCE OF PAYMENTS YEARBOOK 
Vol. 11 


Volume 11 will contain data on the international trans- 
actions of about 75 countries for the years 1957 and 
1958. It will consist of a series of loose-leaf sections 
issued monthly, beginning June 1959; thus data are pro- 
vided as soon as they become available to the Fund. The 
data in this volume, together with those in Volumes 5, 
8, 9, and 10, will provide a comprehensive record of 
balance of payments statistics for the period 1947-58. 

Subscription: $5.00 per volume. (Volume 5 is out of 
print.) Binders for filing the loose-leaf sections may be 
purchased for $3.50 per binder. 


STAFF PAPERS 
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of Government Intervention on the 

Forward Exchange Market 
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S. C. Tsiang 


Hang Sheng Cheng 


Subscription: $3.50 per volume. Three numbers con- 
stitute a volume; however, the three numbers are not 
necessarily issued within one calendar year. Single copies 
may be purchased for $1.50. 

» * * 

Subscriptions are quoted in U.S. dollars; schedules of 
the equivalents in other currencies will be furnished on 
request. Address orders to 


The Secretary 
International Monetary Fund 
19th and H Streets, N.W., Washington 25, D.C., U.S.A. 
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corresponding quarter of 1958, while travel receipts 
remained practically unchanged. Interest and dividend 
payments to nonresidents increased by 7 per cent, 
partly as a consequence of borrowing through the sale 
of new issues in the United States during 1958. Divi- 
dend receipts by Canadian companies from direct 
investments abroad were lower than a year earlier. 
Gold sales to official holders from domestic production 
were reduced from $44 million in the first quarter of 
1958 to $30 million in the same period of 1959. 

Total long-term capital inflow in the first quarter of 
1959, at $235 million, differed little from that a year 
earlier. The greater part of the inflow this year, how- 
ever, was through sales of outstanding bonds and stocks; 
net sales of new issues were reduced by more than 
one third (see this News Survey, Vol. XI, p. 386). 
Foreign direct investment in Canada in the first quarter 
of 1959 was $70 million, $15 million less than in the 
comparable period of 1958 and close to the lowest 
level recorded since 1951. Capital outflow for Cana- 
dian direct investment abroad is estimated at zero, 
whereas it was $15 million in the first quarter of 1958. 
Thus, foreign direct investment in Canada and Cana- 
dian direct investment abroad, on balance, was the same 
in the two quarters. Other capital movements, mainly 
short-term, led to an inflow of $165 million (including 
Canadian dollar holdings of foreigners), compared 
with $100 million in the first quarter of 1958. Official 
holdings of gold and U.S. dollars were reduced by 
$50 million between the end of December 1958 and 
March 31, 1959. 

The exchange rate of the Canadian dollar fell from 
US$1.0371 at the end of December to US$1.0331 at 
the end of March. During the following months, it 
increased irregularly, to US$1.0478 on June 29, the 
highest rate since September 1957. Capital inflow 
through long-term corporate, municipal, and provincial 
transactions seems to be the main reason for the recent 
strength of the Canadian dollar. 


Sources: Dominion Bureau of Statistics, Quarterly 
Estimates of the Canadian Balance of Inter- 
national Payments, First Quarter, 1959, 
Ottawa, Canada; The Journal of Commerce, 
New York, N.Y., June 30, 1959. 


Canada’s Gross National Product 

Canada’s gross national product in the first quarter 
of 1959 rose to $33.4 billion, 2 per cent above the 
previous quarter. With prices relatively stable, most of 
the advance was in the volume of physical output. 
Consumer expenditure, continuing to increase at a rela- 
tively high rate, rose to $21.7 billion, 2 per cent above 
the last quarter of 1958. The accumulation of business 
inventories was resumed on a large scale, after two 


quarters of little change following a period of heavy 
liquidation. Partly offsetting these expansionary ele- 
ments was a downturn in outlays for new housing and 
a further slight decline in business expenditures for 
plant and equipment. Exports of goods and services 
fell a little during the quarter, following the fairly sharp 
rise in the final quarter of 1958; imports of goods and 
services rose slightly. A rise in personal income of 
about 2 per cent between the fourth quarter of 1958 
and the first quarter of 1959 was due mainly to an 
advance of 3.5 per cent in labor income. This was the 
largest increase in labor income since early 1956, 
reflecting higher levels of employment and a continued 
advance in average weekly earnings. Transfer payments 
to persons declined by 5 per cent as a result of lower 
unemployment insurance payments. The number of 
persons without jobs and,seeking work fell rapidly dur- 
ing the quarter, to 5.5 per cent of the labor force in 
March (on a seasonally adjusted basis). Unemploy- 
ment declined further in the following two months, 
while the number of employed persons rose more than 
seasonally. 

Sources: Dominion Bureau of Statistics, Daily Bulletin, 

Ottawa, Canada, June 16 and 17, 1959. 


Latin America 


Economic Situation in Peru 


The Premier and Finance Minister of Peru stated on 
June 25 that, at the present rate of government re- 
ceipts, the deficit for 1959 may be estimated at about 
S/. 830 million, which includes additional expendi- 
ture of S/. 140 million for pay increases to public 
employees and S/. 98 million for meat and rice sub- 
sidies. The deficit in 1958 was S/. 901 million. Because 
of the pronounced decline in the value of exports and 
the inevitable repercussions upon the budget, the Gov- 
ernment has decided, in accord with the Central Reserve 
Bank, to suspend the use of the Stabilization Fund until 
a revised fiscal policy has been fully studied and put 
into operation. The Government will at that time under- 
take immediate negotiations with the International 
Monetary Fund. In discussing the fiscal measures that 
might be adopted, the Premier reiterated his opposition 
to any massive reduction of the number of public 
employees, which, he asserted, would create an even 
greater problem of unemployment. However, it is 
possible to achieve economies by not filling vacancies, 
by reducing diplomatic missions, etc. He also confirmed 
the intention of the Government to resist the imposition 
of quantitative controls on trade and foreign exchange. 


Source: Banco Continental, News Letter, Lima, Peru, 
June 26, 1959. 





Increase in Chilean Import Duties 

In an effort to hold down imports and to protect 
domestic industry, Chile’s import duties on 18 products 
have been increased by presidential decree. The duties 
range between 10 per cent and 150 per cent and apply 
chiefly to industrial equipment. The decree leaves 
intact the requirement of advance deposits for imports 
of those products. 
Source: The Journal of Commerce, New York, N.Y., 

June 25, 1959. 


Other Countries 
Australian Basic Wage 


A majority decision of the Conciliation and Arbi- 
tration Commission has given roughly half of Austra- 
lia’s trade union workers an increase of 15s. (Aus- 
tralian) in the basic national wage. This will raise the 
basic wage in the Commonwealth’s six capital cities 
to £A 13 16s. Od. per week. 


Source: The Times, London, England, June 6, 1959. 
Decimal Coinage in South Africa 


In moving the second reading of the Decimalization 
Bill in the South African Parliament, Dr. Dénges, the 
Minister of Finance, estimated that the direct cost of 
establishing a decimal coinage in South Africa would 
be about £9 million. Some of this might be recouped 
by altering the alloy of the South African coinage 
whereby a saving of £200,000 a year might be achieved. 
The change was justified by reference to the rapidly 
increasing use of electronic calculating machines, the 
replacement of which at a later date would be very 
expensive if decimalization were now delayed. The 
cost of the change is estimated by the United Party, 
which opposes the Bill, at between £30 million and 
£40 million for the country as a whole. 


Source: The Times, London, England, June 19, 1959. 


Business Activity in South Africa 

Although it cannot be stated with certainty that the 
South African recession has ended, the accumulated 
evidence proves that trade is at least on the upturn. 
Retail and wholesale traders appear to have started 
replenishing their inventories again. Factories supply- 
ing consumer goods are working on new orders, which 
seem to be comparable with those of 1958. Consumer 
spending shows no material drop, and turnovers are 
being maintained. Activity in the engineering industry 
is subdued, but recessive tendencies are confined to one 
or two heavy engineering shops. There appears to be a 
halt to retrenchments, and artisans laid off by some 
companies are experiencing no difficulty in finding jobs. 
Source: The Financial Times, London, England, 

June 25, 1959. 
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Morocco's Development Budget 

Morocco’s development budget for 1959, presented 
to the Council of Ministers on May 11, provides for 
total expenditures of $84.3 million plus $3.6 million 
for a special development program in the northern 
region. Morocco’s own financial resources will cover 
$44.3 million, including dividends of $20 million from 
the Cherifian Office of Phosphates. To finance the 
remainder of the budget, the Government plans to 
borrow $40 million. 


Source: Embassy of Morocco, Economic News from 
Morocco, Washington, D.C., June 1959. 


Rhodesian Budget 


The Minister of Finance of the Federation of Rho- 
desia and Nyasaland, in presenting his budget for the 
financial year 1959-60, offered two measures designed 
to attract foreign capital. He proposed that interest 
paid from any federal source to nonresidents be exempt 
from income tax. This measure is intended to assist 
in the raising of loan capital abroad by improving the 
marketability of securities issued by federal borrowers. 
He also proposed that an investment allowance be 
granted of 10 per cent on all plant and machinery 
expenditure made by manufacturing industries after 
April 1 of this year. Another proposal is that taxes on 
spirits be increased. An excise duty of 2s. would be 
added to the cost of a bottle of locally produced spirits, 
and an extra Is. in customs duty to the cost of every 
bottle of imported spirits, excluding whisky. In the 
course of his address, the Minister said that the current 
balance of payments deficit fell from an estimated 
£80 million in the year ended June 30, 1958 to £32 
million in the following year. 


Sources: The Financial Times, London, England, 
June 27, 1959; The Journal of Commerce, 
New York, N.Y., June 29, 1959. 
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